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C e a r  A p p l i c a n t  : 

W e  have  c o n s i d e r e d  y o u r  a p p l i c a t i o n  f o r  r e c o g n i t i o n  o f  
e x e n p t i o n  u n d e r  s e c t i o n  5131 ( c )  ( 3 )  o f  t h e  I n t e r n a l  Revenue Code. 

The i n f o m a t i o n  s u b n i t t e d  i n d i c a t e s  t h a t  you  a r e  a  
membership o r g a n i z a t i o n  l i m i t e d  t o  p e r s o n s  v h o  h a v e  b e e n  d u l y  
a p p o i n t e d  and a r e  r e g u l a r l y  enp loyed  a s  p o l i c e  o f f i c e r s  by  t h e  
C i t y  o f  ******** ( t h e  " C i t y 1 ' ) ,  and a n y  s u c h  p e r s o n s  who have  been  
d u l y  r e t i r e d  o r  p e n s i o n e d  Eron such employment .  

Your s t a t e d  p u r p o s e s  a r e :  t o  E o s r e r  and  e n c o u r a g e  members t o  
a t t a i n  a h i g h  d e g r e e  o f  s k i l l  and e f f i c i e n c y  i n  p o l i c e  work; tc 
e l e v a t e  t h e  s t a n d a r d s  o f  p o l i c e  d e p a r t n e n t s  b y  u r g i n g  t h e  
e l i m i n a t i o n  o f  p o l i t i c s  f r o n  t h e i r  c o n d u c t ;  t o  c u l t i v a t e  
f r i e n d s h i p  and  create a  n o r e  c o m p l e t e  and t h o r o u g h  c o o r d i n a t i o n  
b y  and  be tween  t h e  many p o l i c e  o f f i c e r s  a n d  p o l i c e  d e p a r t m e n t s  i n  
t h e  v a r i o u s  c i t i e s ,  t o v n s ,  and v i l l a g e s  i n  the S t a t e  o f  * * * * *  ;  
a n d  t o  p romote  t h e  g e n e r a l  w e l f a r e  o f  n e n b e r s  oy h o n o r a b l e  and 
l e g i s l a t i v e  means.  

You a r e  a  menber  o f  t h e  * * * * * * * * *  * * * * * * * * *  * *   
* * * * * * * *  * * * * * * * * *  * * * * * * *  .  The C i t y  r e c o g n i . z e s  you a s  
t h e  s o *  *** *  c l u s i v e  b a r g a i n i n g  a g e n t  f o r  a l l  sworn p e r s o n n e l  
o f  t h e  ******** P o l i c e  D e p a r t x e n t .  

Your p r i n a r y  ac t iv i t : :  is p r o v i d i n g  f i n a n c i a , l  b e n e f i t s  t o  
n e m b e r s .  You p r o v i d e  n e n b e r s  v i t h  f u n d s  f o r  t h e i r  l e g a l  d e f e n s e .  
You a l s o  p r o v i d e  menbcr  : ~ i t h  d e a t h  b e n e f i t s  i n  t h e  £ o m  o f  a 
i n s u r a n c e  c o v e r a g e  f o r  $ * * * *   e a c h .  

You h a v e  o t h e r  a c t i v i t i e s  d i r e c t e d  t o  b e n e f i t  t h e  p e o p l e  i n  
t h e  community. T h e s e  a c t i v i t i e s  i n c l u d e  s u p p o r t i n g  l o c a l  y o u t h  
s p o r t s  games a n d  a  y e e r l y  c h i l d r e n ' s  c h r i s t m a s  p a r t y .  

Your a c t i v i t i e s  a r e  s u ~ p o r t e d  by membership d u e s  and  
r e c e i p t s  f rom f u n d - r a i s i n g  a c t i v i t i e s ,  t h e  l a t t e r  p r i m a r i l y  



* * * * * * * * * * * * ****** * ******* * * * * * * * * * *********   
* * * * * * * * * * *  * * * * * * * * *  *** * * * * * * 

t h r o u g h  b i n g o  a n d  p u l l - t a b  qane5 .  11.3 anou\:t -'r' s u p p o r t  f u n d  is 
r e c e i v e d  froin t h e .  C i t y .  

S e c t i o n  5 0 i ( c ) ( : )  o f  t h o  Code p r o v i d e s  f o r  t h e  e x e m p t i o n  o f  
c i v i c  l e a g u e s  o r  o r g a n i z a t i o n s  n o t  o r g a n i z e d  f o r  p r o f i t  b u t  
o p e r a t e d  e x c l u s i v e l y  f o r  t h e  p r o n o t i o n  o f  s o c i a l  w e l f a r e .  

S e c t i o n  i . 5 0 1 ( ~ )  ( 4 )  - l ( a )  ( 2 )  ( i )  o f  t h e  Income T a x  R e g u l a t i o n s  
p r o v i d e s  t h a t  a n  o r g a n i z a t i o n  is o p e r a t e d  e v c l u s i v e l y  f o r  t h e  
p r o n o t i o n  o f  s o c i a l  v e l f a r e  i f  it is p r i n a r i l y  e n g a g e d  i n  
p r o m o t i n g  i n  solne way t h e  cormon good and g e n e r a l  w e l f a r e  o f  t h e  
p e o p l e  o f  t h e  community. An o r g a n i z a t i o n  c o n i n g  w i t h i n  t h e  s c o p e  
o f  t h i s  s e c t i o n  is o n e  which is o p e r a t e d  p r i m a r i l y  t o  b r i n g  a b o u t  
c i v i c  b e t t e r m e n t  and  s o c i a l  improvements .  

Rev. Rul .  75-199, 1375-1 C.6. 1G0, d e s c r i b e s  a n  o r g a n i z a t i o n  
t h a t  w a s  formed t o  p r o v i d e  s i c k  b e n e f i t s  t o  i ts members a n d  d e a t h  
b e n e f i t s  t o  t h e  b e n e f i c i a r i e s  o f  nembers .  Membership is  
r e s t r i c t e d  t o  i n d i v i d u a l s  o f  good moral  c h a r a c t e r  a n d  h e a l t h  who 
b e l o n g  t o  a  p a r t i c u l a r  e t h n i c  g r o u p  and r e s i d e  i n  a s t a t e d  
g e o g r a p h i c a l  a r e a .  The r u l i n q  h e l d  t h a t  t h e  o r g a n i z a t i o n  is n o t  
exempt  u n d e r  s e c t i o n  S O l ( c )  (.:) o f  t h e  Code b e c a u s e  t h e  
o r g a n i z a t i o n  is engaged  p r i g a r i l y  t o  b e n e f i t  i ts n e m b e r s  w i t h  
o n l y  m i n o r  o r  i n c i d e n t a l  b e n e f i t s  t o  t h e  community. 

Rev. Rul. 81-58,  1381-1 C . B .  331, d e s c r i b e s  a n  o r g a n i z a t i o n  
composed o f  o f f i c e r s  o f  a p o l i c e  d e p a r t n e n t  i n  a p a r t i c u l a r  
community. The o r g a n i z a t i o n  c o n d u c t s  a  membership b e n e f i t  
p rogram which c o n s t i t u t e s  i t s  p r i m a r y  a c t i v i t y .  The  program 
i n c l u d e s  a lump s u n  p.-ynent t o  e a c h  n e n b e r  upon r e t i r e m e n t  o r  a 
lump sum payment t o  b e n e f i c i a r i e s  upon t h e  member 's  d e a t h .  The 
b e n e f i t  program s e r v e s  a s  a  s u p p l e c e n t  t o  t h e  c i v i l .  service 
p r o v i d e d  by  t h e  p o l i t i c a l  s u b d i v i s i o n  i n  which t h e  p o l i c e  
o f f i c e r s  a r e  employed.  . \ l so ,  i t s  p r j n a r y  s o u r c e s  o f  income a r e  
f r o m  c o n t r i b u t i o n s  and  amounts  r a i s e d  i n  f u n d r a i s i n g  e v e n t s .  Th& 
r e v e n u e  r u l i n g  h e l d  t h a t  t h e  o r g a n i z a t i o n  is e s s e n t i a l l y  a  
m u t u a l ,  s e l f - i n t e r e s t  type o f  o r q a n i z a t i o n  p r o v i d i n g  d i r e c t  
e c o n o n i c  b e n e f i t s  i o  n e n b e r s .  Al though  t h e  class o f  e m p l o y e e s  
b e n e f i t e d  by t h e  o r g a n i z a t i o n  c o n s i s t s  o f  p o l i c e  o f f i c e r s  engaged  
i n  t h e  p e r f o r m a n c e  o f  e s s e n t i a l  and h a z a r d o u s  p u b l i c  s e r v i c e  and 
t h e r e  is a n  i n c i d e n t a l  b e n e f i t  p r o v i d e d  by t h e  o r g a n i z a t i o n  t o  
t h e  l a r g e r  community, t h e  f a c t  r e n a i n s  t h a t  t h e  p r i m a r y  b e n e f i t s  
f r o m  t h e  o r g a n i z a t i o n  a r c  l i n i t e d  t o  i ts  n e z b e r s .  T h e r e f o r e ,  
t h e  o r g a n i z a t i o n  is n o t  o p e r a t e d  e x c l u s i v e l y  f o r  t h e  p r o m o t i o n  o f  
s o c i a l  w e l f a r e  w i t h i n  t h e  meani nq o f  s e c t i o n  5 0 1  jc )  ( 4 )  o f  t h e  

Rev. Rul .  87-126, 1987-1 C . B .  150, d e s c r i b e s  a  n o n p r o f i t  



******** **** ******  ** *** * *  ********** *********  
*** * * * * * * * *  ********** * * * * * * * i s  

E i r e  f i g h t e r s '  a s s o c i a t i o n  which was e s t a b l i s h e d  and is 
main ta ined  by t h e  l o c a l  government t o  p rov ide  r e t i r e m e n t  b e n e f i t s  
co f i r e  f i g h t e r s .  r h e  a s s o c i a t i o n ' s  income c o n s i s t s  o f  amounts 
r e c e i v e d  f r o n  t h e  s t a t e  and l o c a l  governments and o f  i n v e s t m e n t  
i i lcone on such  amounts. The r evenue  r u l i n g  h o l d s  t h a t  t h e  
a s s o c i a t i o n  q u a l i f i e s  f o r  exemption under  s e c t i o n  501(c)(4) of 
t h e  Code because  it p r o v i d e s  b e n e f i t s  t h a t  a r e  r ecogn ized  a s  a  
l e g i t i n a t e  f u n c t i o n  o f  t h e  government a s  evidenced by t h e  

' g o v e r n m e n t 3 s  w i l l i n g n e s s  t o  fund t h e  a s s o c i a t i o n .  Also, it is 
d i s t i n g u i s h a b l e  ( e x c e p t  f o r  t h e  c l a s s  o f  i n d i v i d u a l s  r e c e i v i n g  
b e n e f i t s )  t o  t h e  o r g a n i z a t i o n  d e s c r i b e d  i n  Rev. Rul.  81-58 
because  o f  t h e  s u b s t a n t i a l  involvement  o f  t h e  government.  

I n  Consumer-Farmer Milk Coopera t ive ,  Inc .  v.  Commissioner of 
I n t e r n a l  Revenue, 136 F.2d 68 (2d  C i r .  1950) ,  t h e  c o u r t  d e n i e d  
exemption under s e c t i o n  5 0 1 ( c ) ( 4 )  o f  t h e  Code because  t h e  
o r g a n i z a t i o n ' s  purpose  is p r i m a r i l y  t o  b e n e f i t  its members 
e c o n o n l c a l l y  and on ly  i n c i d e n t a l l y  t o  f u r t h e r  l a r g e r  p u b l i c  
w e l f a r e .  

K h i l e  it appea r s  t h a t  you have  a c t i v i t i - e s  t h a t  w i l l  f u r t h e r  
t h e  common good and g e n e r a l  w e l f a r e  o f  t h e  community, y o u r  
p r l n a r : ~  a c t i . v i t i e s  a r e  d i r e c t e d  t o  p r o v i d e  b e n e f i t s  t o  members 
and t h e i r  dependents .  By o p e r a t i n g  p r i m a r i l y  f o r  t h e  b e n e f i t  o f  
members and on ly  i n c i d e n t a l l y  f o r  t h e  b e n e f i t  o f  r h e  community, 
you a r e  n o t  ope ra t ed  e x c l u s i v e l y  f o r  t h e  promoti,on o f  s o c i a l  
w e l f a r e  under  s e c t i o n  5 0 1 ( c ) ( 4 )  o f  t h e  Code. See Consumer-Farmer 
Milk Coopera t ive ,  Tnc. 

You a r e  analogous  t o  t h e  o r g a n i z a t i o n s  d e s c r i b e d  i n  Rev. 
Ruls .  75-139 and 81-58. An o r g a n i z a t i o n  l i k e  y o u r s  is 
e s s e n t i a l l y  a mutual ,  s e l f - i n t e r e s t  cype  o f  o r g a n i z a t i o n  engaged 
p r i m a r i l y  i n  p rov id ing  d i r e c t  b e n e f i t s  t o  members. You a r e  
d i s t i n g u i s h a b l e  from t h e  o r g a n i z a t i o n  d e s c r i b e d  i n  Rev. Ru l .  87- 
126. Whereas t h a t  o r g a n i z a t i o n  is funded and ma in ta ined  by a  
government,  and has s u b s t a n t i a l  involvement by such  government,  
you a r e  t c t s l i y  independent  f r o m  t h e  government b u t  r a t h e r  rel ies  
f c r  f j . n a n c ~ a 1  s u p p o r t  from nembsrs and r e c e i p t s  from f u n d r a i s i n g  
e v e n t s .  

T h e r e f o r e ,  you do n o t  q u a l i f y  f o r  exemption under  s e c t i o n  
5 0 1  (c)  ( 4 )  o f  t h e  Code. 

You are r e q u i r e d  t o  f i l e  f e d e r a l  income t a x  r e t u r n s  u n d e r  
Forn 1120. 

You have t h e  r i g h t  t o  p r o t e s t  t h i s  r t l l i n g  i f  you b e l i e v e  it 
is i n c o r r e c t .  To p r o t e s t ,  you shou ld  submi t  a  s t a t e m e n t  of y o u r  



v i e w s ,  w i t h  a  f u l l  e x p l a n a t i o n  o f  y o u r  r e a s o n i n g .  T h i s  
s t a t e n e n t ,  s i g n e d  b y  one  of yok!r o f f i c e r s  o r  t r u s t e e s ,  m u s t  b e  
s u b m i t t e d  w i t h i n  30 d a y s  from t h e  d a t c  of t h i s  l e t t e r .  You a l s o  
h a v e  a r i g h t  t o  a  c o n f c r e n c c  i n  t h i s  o f f i c e  a f t e r  y o u r  s t a t e m e n t  
is s u b m i t t e d .  You n u s t  r c q c c s t  t!le confcrc?ncc ,  i f  you  w a n t  o n e ,  
when you  f i l e  y o u r  p r o t e s t  s t a t e m e n t .  If ycu a r e  t o  be 
r e p r e s e n t e d  b y  someone who is n o t  o n e  o f  y c u r  o f f i c e r s ,  t h a t  
p e r s o n  w i l l  n e e d  t o  f i l e  a p r o p c r  power of a t t o r n e y  a n d  o t h e r w i s e  
q u a l i f y  u n d e r  o u r  C o n f e r e n c e  and P r a c t i c e s  r e q u i r e m e n t s .  

I f  we d o  n o t  h e a r  from you v i t h i n  30 d a y s ,  t h i s  r u l i n g  w i l l  
become f i n a l  and  c o p i e s  w i l l  bc f o r w a r d e d  t o  y o u r  key  D i s t r i c t  
D i r e c t o r  i n  C h i c a g o ,  I l l i n o i s .  T h e r e a f t e r ,  a n y  q u e s t i o n s  a b o u t  
y o u r  f e d e r a l  income t a x  s t a t u s  s h o u l d  b e  a d d r e s s e d  t o  that 

S i n c e r e l y  y o u r s ,  

, , . " '. 

****** *** *****   
C h i e f ,  Zxempt O r g a n i z a t i o n s  
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CC: ***  * * * * * * * 
* * * *  *** *****  


